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Corporate Overview 


EXP Resources Ltd. (EXP ), is a Canadian-based gold exploration 
and development company with a focus on Francophone West Africa. EXP has one main 
exploration property, the Tin-Awati Concession, which covers an area of 1,906 square 
kilometres in western Niger. The Company is actively pursuing potential acquisitions, 
joint ventures or strategic alliances in other parts of West Africa. 
s | In October 1996, EXP entered into a joint venture with Proma Minerals SA (Proma), 
- a Norwegian company, to whom the government of Niger had awarded the Tin-Awati 
_ Concession on duly 12, 1996. Under the terms of the joint venture with Proma, EXP has 
| “the Sole and exclusive ight and option to acquire an undivided 60% interest in the 
Concession | by spending US $4. 0 million over a three year period in a staged exploration 


a " poset andi fas ae Cen st, “] milton to cover the first ee oo 


| aici wali Concession with the 16 objective of discoverir ng a 
td d deposit within trey Da The eeplogie: potential of the” : 
i h ides i eee m. “aera 


President's Message 


TO THE SHAREHOLDERS: 


to welcome shareholders to the Company. This past 
year, 1996, was the initial year of growth and 
development for EXP. It has moved rapidly to 
develop a gold exploration program in the Republic 
of Niger and we are setting out to build an extensive 
exploration and development presence throughout 
Francophone West Africa. 

Our first activity in Niger is in joint venture with 
Proma Minerals SA (Proma), a Norwegian company 
which has exploration rights to the 1,906 square 
kilometre Tin-Awati Concession in southwest Niger. 
The Concession, in an area only recently made 
available for exploration, is the largest so far granted 
in Niger. The Republic of Niger awarded this area to 
Proma in July 1996 and, in October 1996, EXP 
entered into the joint venture with Proma giving it 
the exclusive right and option to acquire a 60% inter- 
est in the Concession by spending US $4.0 million 
over the next three years. 

We view Niger as an attractive country for 
foreign investment as the state offers substantial 


incentives to attract mining companies to locate 


two to five years of production, depending on 
potential mine size. The Concession area itself is 
highly prospective as it has been the site of extensive 
artisanal. gold mining activities for a long period of 
time and shows geological similarities to recent gold 
discoveries in other parts of the Liptako region of 
western Niger. 

The Tin-Awati Concession is located in the 
Gorouol Belt, the most northerly of three greenstone 
belts that have similar geological histories and contain 
known gold deposits or showings. The Tera Belt to 
the southeast hosts the Koma-Bangou deposit 
(Etruscan Enterprises Ltd.) with a published 


: geological resource of 270,000 ounces of gold, while 
: the most southerly, the Sirba Belt, hosts the Samira 
On behalf of EXP Resources Ltd. (EXP), I would like : deposit (Placer Dome/Etruscan) with a published 

: resource of 1.81 million ounces of gold. The Gorouol 
_ Belt is the least explored of the three due to poorer 

~ access and more arid conditions. It is probably an 

: extension of the Boromo Belt in Burkina Faso which 


: hosts two major mineral deposits, Poura and Perkoa. 


Clearly, the Concession lies in an area with sub- 


stantial exploration potential and we have every 
expectation of making significant discoveries on this 
large property. Under the agreement with Proma, 

- EXP has a commitment to spend US $1.2 million in 
: the first year of exploration, and we have so far raised 
: CDN $1.38million by private placement 

: subscription. In fulfillment of the terms of the Proma 
_ agreement, we have had an active exploration pro- 

: gram on the Concession underway since late last year. 
: Extensive past and present artisanal gold-mining 

: activity has already defined several specific target areas 
: ranging from 0.5 to 2.0 square kilometres in size. 


To date, EXP has completed preliminary 


: exploration, including channel and soil sampling on 
: various prospects and an extensive trenching program 


' in four target areas; Soulougou, Manda, Dounga and 
through corporate income tax exemptions for the first | 


Koweit. This trenching program consisted of 19 


trenches for a total length of 1,900m. All trenches 
- were channel-sampled at Im intervals along their full 
length. Preliminary results justify detailed follow-up 


- in all four areas. 


In April 1997, a rotary air blast (RAB) drilling 


: program was completed with a total of 1,585 holes 

: drilled for a total length of 7,635m. Shallow holes 

: were drilled to bedrock on 100 x 25m grids. Assay 

: results from this program have yet to be received. In 

~ April 1997, the Company also completed an airborne 


: geophysical survey which covered the entire property 


(10,500 line km) with magnetics and radiometrics at 


a 200m line spacing. Results from this survey are 


expected to be made available in the near future. A 
recent airborne survey in the Concession immediately 
north of Tin-Awati has identified major regional 
structures with coincident active artisanal workings, 
and these structures may continue south into the 
Concession. 

Completion of this preliminary exploration work 
will provide us with the data base to define more 
detailed exploration programs for the remainder 
of the 1996/1997 period, and beyond. Further explo- 
ration will include airborne electromagnetic surveys 
over selected areas and regional geochemical testing. 
The results of all of these programs, together with 


interpretation of satellite imagery, will provide specific 


targets for a reverse-circulation (RC) and/or diamond 
drilling program which will likely commence later 
this year. 

During the last six months, the Company has 
been re-organized and has changed its name. By way 
of private placements and loans subsequently 
converted to common shares, the Company has 
raised approximately CDN $1.38 million and 
broadened the shareholder base. This has been done 
with a view to preparing your Company for a listing 
on a recognized stock exchange and Management is 
actively pursuing that goal. As a major part of this 
financing, Rift Resources Ltd. (Rift), a Canadian- 
based gold exploration and development company, 
has acquired a 19% equity interest in the Company. 
Rift already has substantial experience in gold 
exploration in southern and eastern Africa. Rift 
acquired this interest through a private placement 
subscription for two million units for a total 
consideration of CDN$500,000. 

We have assembled a highly experienced 
technical team to conduct our activities in Niger and 
neighboring countries and I am pleased to announce 
that Mr. Yvan Bussieres has been appointed 


Exploration Manager, Niger, resident in Niamey, the 
capital of the country. Mr. Bussieres has worked for a 
major international mining company, evaluating gold 
projects in West Africa, and brings extensive 
experience of Niger to the Company. Additionally, 
Martin Taylor, who has many years of involvement in 
Africa and the Middle East, has been appointed 
Manager, Special Projects for EXP, in which role he 
will evaluate and assess potential acquisitions, joint 
ventures and other alliances in French West Africa. 

In this, our first Annual Report I would like to 
acknowledge the significant contributions of Oyvind 
Linnebo (President, Proma) and Mr. Cliff James 
(Chairman, EXP) in the acquisition of the Tin-Awati 
Concession and the subsequent formation of EXP. 

I would also like to commend the excellent initial 
exploration contracting work directed for EXP by 
Tony Harwood of the consulting firm of Harwood 
International. I must also thank Mr. Terence 
McKillen, President of Rift, for the major role which 
this company played in the successful completion of 
the private placement subscription. 

Finally, I would like to express my sincere 
appreciation to the shareholders of EXP Resources. 
Your Company has been transformed by the recent 
changes, and is now participating actively in the 
exciting exploration scene in West Africa. Several 
substantial gold deposits have been found in this 
region to date, and we believe that EXP is very well 
positioned to make its own contribution to further 


discoveries here. 


On behalf of the Board of Directors, 


af \e 


Neil D. S. Westoll 
President 


Niger 


Geographic Overview 


The Republic of Niger lies in the eastern part of 
West Africa, to the south of the Sahara Desert. Niger 
is a democratic republic, with relatively new (1993) 
mining laws which do not differentiate between pub- 
lic, private, national or foreign investors. The state 
offers fiscal incentives to attract mining investment, 
including exemption from the 40.5% corporate 
income tax during the first five years of production 
for a large mine and two years for a small mine. 

The government estimates that US $27 million have 
been spent on gold exploration in the Liptako region 
since 1985, which is not a large amount in such a 
prospective area. The majority of these expenditures 
have been made since the enactment of the new 
mining code in March 1993 by Etruscan Enterprises 
Ltd., Barrick Gold Inc., Ashanti Goldfields plc, 
IAMGOLD Inc. and Placer Dome Inc. 

The Tin-Awati Concession lies in the Liptako 
region of southwestern Niger, adjacent to the border 
with Burkina Faso. The Liptako area is mainly flat 
with a few residual hills reaching a maximum 
elevation of 350 meters (m) above sea level, and has 


one main rainy season from July to September. 


and significant gold discoveries have already been 
made in the Birimian rocks of Niger. 

The Tera belt immediately to the south of 
Gorouol, hosts the Koma-Bangou deposit of 
Etruscan Enterprises Ltd. where a geological resource 
of 270,000 ounces (oz.) of gold (Au) has been 
announced. The Sirba belt, the southernmost of 
these three, hosts the Samira deposit of Placer 
Dome/Etruscan which has a published resource of 
1.81 million oz. Au. 

The Gorouol belt, in which the Tin-Awati 
Concession lies, has been subjected to significantly 
less exploration than either the Tera or Sirba belts, 
due to relatively poor access and more arid 
conditions, but previous exploration work funded by 
the Canadian International Development Agency 
(CIDA) indicates that this belt also constitutes prime 
prospecting terrain for similar gold deposits to those 
recorded in the Tera and Sirba belts. These 
greenstone belts contain a variety of volcanic and 
associated sedimentary rocks and are surrounded 
and locally intruded by syn- and post-tectonic 
Birimian age granitoid to dioritic intrusives. 

Mafic sills of Birimian and younger age also intrude 


the greenstones. 


Geological Overview 


Legend: 

Continental sediments 
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Eg Greenstone belt 


The Liptako region contains 
more than 15,000 square 


kilometres (sq. km) of 


Birimian (Proterozoic age) 
greenstone rocks, within the 
Gorouol, Tera and Sirba 
belts. Similar Birimian rocks 
elsewhere in West Africa host 


Kilometres 


major gold deposits such as 
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the Obuasi Mine of Ashanti 
Goldfields and the 
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American/ IAMGOLD, 


Atlantic 
Ocean 
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The Tin-Awati Concession 


Location and Previous Activities 


The Tin-Awati Concession covers an area of 
approximately 1,906 sq. km centered approximately 
200km west-northwest of the capital city Niamey. 


It is underlain by Proterozoic-age rocks of the 


Gorouol greenstone belt. The Gorouol belt may be an 


extension of the most prospective greenstone terrain 


in neighboring Burkina Faso, the Boromo belt, which 


hosts the Poura and Perkoa deposits. The Poura gold 
deposit has produced 18.55 tonnes (550,000 ounces) 
of gold and has published geological reserves of 
512,000 tonnes grading 10.6g/t Au and the 

Perkoa zinc/silver deposit has announced geological 
reserves of 5.5 million tonnes grading 18.0% Zn and 
30.0g/t Ag. 

Drought conditions in the Tin-Awati area 
during the 1980’s drove many of the local inhabi- 
tants from farming to gold prospecting and mining 
pursuits, with the result that many of the known 
gold showings in the Concession were found and 
exploited in this period. A large portion of the gold 
recovered on the Concession has been as nuggets 
panned from the transported residual soils. Where 
the gold could be traced back to its original source, 
the artisanal miners (“orpailleurs”) have extracted 
gold from the oxide zone overlying the primary 
bedrock gold mineralization as at the Dounga and 
Manda prospects. Hard rock mining has been 


undertaken to varying degrees at Soulougou, Manda, 


Koweit and Dounga. 


Geology of the Concession 


These areas of artisanal workings (“orpaillages”) 
occur in a structural regime, and within a package of 
mafic to felsic metavolcanic rocks with associated 
metasediments and minor intrusives, that bear 
strong resemblances to the host environments of the 
major deposits found in the Tera and Sirba belts. 
For example, within the Birimian rocks at Tin-Awati 
are pyritic argillaceous sediments similar to those 
hosting the Samira deposit in the Sirba belt. 

Throughout the area, gold generally occurs in 
quartz veins and vein swarms within sediments, 
volcanics and intrusives. The Soulougou, Manda and 
Kourki West prospects appear to represent major 
corridors of shear related vein zones with a 
north-northeast orientation. The Kourki Intrusive 
Centre lies within the volcanic rocks in the 
northwest sector of the property and hosts the 
Kourki Mo-Cu deposit. Each of these areas are 
discussed in more detail below. 

The Quaternary geology is dominated by 
remnant, laterite capped mesas and stabilized sand 
dunes. The nature of the weathering profile is highly 
variable from areas of relatively unweathered 
outcrop to saprolitized rocks to flat plains of residual 


soil cover. 


Exploration by EXP 
Ground work to date by EXP on the Concession has 


been concentrated in the vicinity of the known 
artisanal showings, and has involved trenching, 
mapping and sampling. The trench samples were all 
taken in the zone of depletion within the saprolite, 
where the gold values might be expected to be lower 
than would be achieved from similar mineralization 
in fresh bedrock due to remobilization of gold. 
Experience in other similar areas (Etruscan in the 
Sirba belt and in Ghana), however, suggests that 
clearly anomalous gold values in the depletion zone 


do warrant follow-up. 


The initial assay results received from the 
trenching indicate there are interesting anomalous 
zones at Manda, Soulougou and Dounga. A pro- 
gram of 7,635m of shallow rotary air blast (RAB) 
drilling in 1,585 holes was carried out in April 1997 
over these target areas, but assay results from these 
programs have not yet been received. 

The entire Concession was covered by an 
airborne magnetic/radiometric survey in April 1997, 
the detailed results of which are awaited, and this 
will be followed by airborne electromagnetic (EM) 


surveys and regional soil geochemical sampling pro- 


grams over selected areas of interest. An airborne EM 


TIN-AWATI CONCESSION 
Niger 


Location of Target Areas 
& 
Mineral Occurrences 


survey has the potential to be the most effective 
method of detecting buried black shale/sulphide 
hosted gold deposits such as Samira, which was 
discovered by a similar exploration approach. These 
airborne geophysical surveys and reconnaissance 
geochemical programs will be followed up by 
additional programs of trenching and RAB drilling 
prior to the selection of targets for diamond and 
reverse circulation drilling in late 1997, following 


the rainy season. 
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Project Descriptions 


Manda 


The Manda target is composed of three main 
orpaillages, Manda Central, Manda North and 
Manda West. All three appear to lie on strike and 
together form the “Manda Gold Corridor’, a 
mineralized zone at least 1,500m in length. The 
entire target area consists of a flat lateritic peneplain 
with no outcrop except for some white quartz veins 
several metres in width, and stabilized sand dunes, 
which reach heights of up to 15m. 

Within the orpaillages, mineralization occurs in 
narrow quartz veins within sheared mafic volcanics, 
volcano-sedimentary rocks and feldspar porphyry. 
Previous workers in the area mention the presence of 


mineralized aplite dykes in several of the mined 


zones and epidote alteration of the greenstones is also : 


a prominent feature noted. The artisanal miners have 
mainly exploited the upper, laterite horizons for gold 
and have largely ignored the host bedrock. 

To date, EXP has excavated nine trenches within 
the Manda target zone, with a total length of 
1,050m and an average depth of 2-3m. The 
lithologies in the trenches include volcanic rocks, 
sericite schists and intrusives. Mafic volcanic rocks 
occur as massive units, often with sulphides, mainly 
pyrite. Fine grained tufts are grey in colour and are 
often intensely foliated and contain quartz veins. 
The sericite schists and intrusives often host quartz 
stockwork zones. 

EXP took 1,050 channel samples for gold analy- 
sis from these trenches, and initial assays indicate the 
presence of several anomalous zones within the 


saprolite. Individual assays range up to 996ppb Au, 


and one zone in trench # 2 averaged 278ppb Au over 


a width of 10m. 


Soulougou 


: The Soulougou orpaillage is located 5km 


south-southeast of Manda Village in the northeast 
part of the Tin-Awati Concession and, together with 
Soulougou Central, forms the “Soulougou Gold 
Corridor’. The area is characterized by stabilized, 


east-west longitudinal dunes, flat plains of residual 


- soil cover and ridges of relatively unweathered 


outcrops of volcanic sediments. 


The country rock consists of mafic to felsic 


- volcanics that are cut by dioritic dykes and gabbroic 


intrusives. There is also a sequence of volcano-sedi- 


- mentary rocks consisting of fine grained tufts and 
- argillite that are silicified and altered to sericite 


. schists in places. Gold mineralization occurs in 


narrow quartz veins within the sericite schist. 
EXP has excavated four trenches on the 


Soulougou orpaillage, each 70m long and to a depth 


| of 1.5m. These trenches have indicated that the 


_ silicified tuffs are more resistant to weathering and 


form low linear ridges and that the sericite schists are 


: highly altered. The argillites are red to purple in 


colour, display slight to extreme schistosity and often 


contain sulphides, mainly pyrite. These pyritic 


: sediments appear to be similar to those hosting the 


Samira deposit in the Sirba greenstone belt. 
Several quartz veins, often containing pyrite, were 
intersected in the trenches. 

In total, 273 channel samples were taken for 


analysis, and the initial assay results indicate several 


- zones of anomalous gold in the saprolite zone. Values 


up to 5,660ppb Au were reported, and the saprolite 


: zone in trench #2 averages 864ppb Au over a width 


of 9m. 


Dounga 


The Dounga orpaillage is located approximately 
14km southwest of the village of Kourki. The area is 
mainly a flat, lateritic peneplain with the exception 
of the iron-capped Dounga Hill, 900m to the east, 
and it is partially covered by aeolian sands up to 
25cm thick. 

The bedrock in the Dounga area consist of tufts, 
porphyry intrusives and schist. The tufts are grey to 


purple in colour and are very fine grained. Schists are | 


grey-green in colour and are rich in chlorite. The 
intrusives are medium grained and are highly altered. 
Dounga lies directly north of the Kourki intrusive, 
and would appear to lie parallel to faults which 
controlled the emplacement of the “Kourki 
Intrusive Centre’. 

The orpaillage consists of a single 200m long 
trench, 5-12m wide in the sand-covered laterite/ 
saprolite. A 30cm quartz vein, which strikes north- 
northwest (within the porphyry, and the tufts appear 
to have been the main target of the orpailleurs. 

Four trenches have been excavated by EXP in 
the target area, each 100m long and averaging 3.5m 
in depth. In total, 400 samples were collected for 
analysis and values of up to 577ppb Au in the initial 
results indicate the presence of at least one anom- 


alous zone. 


Koweit 


The Koweit prospect is located 15 km west of the 
village of Kourki, near the northern boundary of the 
Tin-Awati Concession. The area is mainly flat and is 
covered by sands, up to 60 cm thick. The bedrock 
was identified from pit exposure as a sheared mafic 
biotite-rich intrusive. 

The orpaillage workings cover a large area of 
approximately 300m x 500m. Secondary gold in the 
form of nuggets is being recovered by artisanal 
miners from the top 1-2m of lateritic soils, using the 
standard, dry panning method. A gold-bearing 
quartz vein was also excavated by the artisanal miners 
to a depth of 5m over a length of 30m. However, 
mining was stopped at this depth because of the 
instability of the pit walls. 

EXP excavated one trench in the target area 
and collected 55 channel samples for analysis. The 
samples from this single test trench returned | 
background gold values, but the lack of outcrop did 
not allow proper geological location of this excava- 
tion. The Company has conducted shallow RAB 
drilling into the saprolite to obtain representative 


geochemical samples but results are not yet available. 


Kourki Central 


The Kourki Central target is located approximately 
15km south-west of the village of Kourki. The 
landscape is dominated by laterite-capped mesas and 
long, narrow ridges of dolerite. The remaining land is 
flat and sand covered. 

This target occurs within a narrow northeast 
trending band of sericite schists between syenite and 
granodiorite intrusives. Blue quartz veins measuring 
20cm to 2m thick and up to 250m in length occur 
subparallel to the foliation. 

The Kourki Mo-Cu deposit is a zone of 
chalcopyrite-molybdenite mineralization with up to 
10% pyrite, occurring within a stockwork of quartz 
veins in the sericite schists over an area 2.2km by 
400-600m. The mineralization and hydrothermal 
alteration have been described by previous workers as 
having some characteristics of a mesothermal 


porphyry copper deposit. 


Exploration in the Kourki area, funded by CIDA 


in the early 1990's, defined a 400m long gold anom- 
aly in termite mounds indicated by 12 sample points 
with values ranging from 30-270ppb Au. Neither the 
pyritic sericite schists nor the zone of Cu-Mo miner- 


alization have been tested for gold, and the Company : 


considers this to be an attractive target for potential 


gold mineralization. 


Kourki West 


The Kourki West target is situated approximately 
6km east of the village of Dayaondo, in a relatively 
flat area where relief is marked only by ridges of 
white quartz veins. 

The area is underlain by sericite schists, intruded 
by granodiorites containing white quartz veins that 
produce abundant float. The quartz veins occur over 
an area 8km long and up to 2km wide and veins 
often carry accessory pyrite, chalcopyrite, 
molybdenite and galena. No gold exploration work 
has yet been carried out here. 


Two other orpaillage sites (Dinta and Sela) 
have been visited, but no ground work has yet been 
carried out on them. 


Summary 

Initial exploration in the areas of artisanal workings 
has given encouraging gold values and the geologi- 
cal information confirms their prospectivity. Further 
exploration work is clearly justified and will include 
detailed follow-up sampling to design drill testing 


programs for implementation in late 1997. 


EXP RESOURCES LTD. 


Management Discussion and Analysis 


December 31, 1996 


The Company has changed its fiscal year end from 
June 30 to December 31, with effect from July 1, 


f anyl ial ments present |; ‘ irs 
1996. The accompanying financial statements p : cash and no other assets, having distributed the shares 


balance sheets as at June 30, 1996 (the date to which 
annual financial statements were last prepared and 


presented to shareholders) and as at December 31, 


of changes in financial position for the year ended 
June 30, 1996 and for the six-month period ended 
December 31, 1996. 

Since June 30,1996 the management of your 
Company has changed entirely, the share capital was 


consolidated on a one-for-six basis on July 26, 1996, 


Inc. to EXP Resources Ltd. In addition, the 


West Africa, and has begun work to explore the 


mation presented for the year ended June 30, 1996 
reflects the results of discontinued operations and is 
not useful for comparison purposes, or as a predictor 


of future results. The information for the six-month 


most recent reorganization of the Company's affairs, 
and the start-up of operations in the Calgary, Alberta 
office and in Niger. It too has limited value for 
comparison purposes and as an indicator of the 


nature and extent of future operations. 


: Financial Condition 


At June 30, 1996, the Company had $8,178 in 


_ of its subsidiary to the shareholders of the Company. 
It had borrowed $125,000 to enable it to pay its 

: creditors and was insolvent. Since that date and up to 
1996, together with statements of loss and deficit and 2 December 31 1996 olor 41 002 sO0nneen ee 
- received in share issues or in subscriptions for Special 
: Warrants (that have since been issued). Two former 

~ directors took shares in payment of reorganization 

: expenses aggregating $50,000, and two new directors 
~ advanced $190,000 by way of convertible debentures 
2 that were later converted to common shares. These 
LIGNE NG oer 10) IES SE Fu ticoans Palio : financings enabled the Company to begin exploration 
~ activities on the Tin-Awati mineral concession in 
Company has secured an option to earn an interest in : 


- Niger. By December 31, 1996 the Company had 
a large mineral concession in the Republic of Niger in | spent $100,555 anes primers locued in Mice 
Nae ioe and $456,432 on exploration expenditures in Niger. 
Concession and earn its interest. Therefore, the infor- : The owner of te Concession eomted ane cmp 
| the right to earn a 60% interest in the Tin-Awati 

: Concession for US$50,000 (CDN$69,000) in cash 

: and for 1,200,000 post-consolidation common shares 
; : valued at $120,000, and a commitment to spend 
period to December 31, 1996 shows the results of the US$4,000,000 (CDN$5,600,000) on the Concession 


| in the three years 1997 — 1999. 


All of these transactions resulted in the Company 


, having approximately $560,000 in working capital, 

2 $100,000 in capital assets, $460,000 in deferred 

~ exploration costs, and almost $1,000,000 in 

: shareholders equity at December 31, 1996. The 

- outstanding obligation of $120,000 for the 

; Concession interest was satisfied by the issue of 

: 1,200,000 common shares after December 31, 1996. 


After December 31, 1996 the Company received 
further subscriptions for Special Warrants of 
$387,500, bringing the total subscription and issue 
to $1,382,500. The Company has continued its 
exploration program in 1997, and will need to raise 
additional funds to meet its 1997 spending obliga- 
tion of US$1,200,000 (CDN$1,680,000) against 
which its expenditures of $460,000 to December 31, 
1996 will apply, and its Canadian operational and 
administrative expenses. 

The Company's investment advisors have 
indicated that sufficient funds to finance activities 
into 1998 ought to be available in the public equity 
markets. While there can be no guarantee that such 
funds will be available, the Company has instituted 
proceedings to obtain a stock exchange listing in 
order to access the public markets. These proceedings 
are still in progress and there has been no commit- 
ment by any stock exchange that the Company's 
shares will be listed. Subject to the risks inherent in 
depending on access to the public markets or, alter- 
natively, in finding private financing, the Company's 
financial position has been firmly established and 
operations, albeit of a different nature, have been 


re-instituted. 


_ Operations 


During the year ended June 30, 1996 the 


: Company discontinued its previous operations and 

: disposed of its interests in its subsidiaries. The 
six-month period to December 31, 1996 shows total 
2 expenses of $115,774 of which approximately 

: $80,000 were further reorganization costs that are 

2 not expected to recur in the year 1997. The remain- 
2 ing $35,000 of administrative, professional and 
shareholder costs incurred in the six months should 
not be taken as indicative of the anticipated costs for 
: such activities for the year 1997. The operations did 
not get fully under way until well into the last 
quarter of 1996; in addition, assuming the 

: Company's shares are listed on a stock exchange in 

- 1997, shareholder costs for the year will be 

, substantially in excess of the $2,875 charged in the 


: six-month period. 


Auditors’ Report to the Shareholders 


12 


We have audited the balance sheet of EXP Resources Ltd. as at December 31, 1996 and the statement of loss and 
deficit and changes in financial position for the six month period ended December 31, 1996. These financial statements 
are the responsibility of the company’s management. Our responsibility is to express an opinion on these financial 
statements based on our audit. 

We conducted our audit in accordance with generally accepted auditing standards. Those standards require that 
we plan and perform an audit to obtain reasonable assurance whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 

In our opinion, these financial statements present fairly, in all material respects, the financial position of the 
company as at December 31, 1996 and the results of its operations and the changes in its financial position for the six 
month period ended December 31, 1996 in accordance with generally accepted accounting principles. 

The financial statements for the year ended June 30, 1996 were audited by other auditors who expressed an 
opinion without reservation on those statements in their report dated October 10, 1996. 


KE Ne 


Chartered Accountants 
Calgary, Canada 
February 18, 1997 


Ae tel Le (formerly Explogas Inc.) 


Balance Sheet 


December 31, 1996 
(with comparative figures for June 30, 1996) 


ASSETS 


Current assets 
Cash 


Accounts receivable 


Property and equipment 
Vehicles and field equipment 
Office equipment 


Deduct accumulated depreciation 


Deferred exploration costs (Note 4) 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current liabilities 
Accounts payable 
Due to Rift Resources Ltd. (Note 6) 


Shareholders’ equity (Note 7) 
Share capital 
Special Warrants 
Property acquisition (Note 4) 


Deficit 


Commitments (Note 8) 


See accompanying notes to the financial statements 


On Behalf of the Board, 


Neil D. S. Westoll, Director 


December 31 June 30 
1996 1996 
18,213 8,178 
669,563 8,178 
31,750 ~ 
48,805 - 
100,555 - 
awa = 
96,784 a 
460,203 - 

$ 1,226,550 $ 8,178 
$° 467,362 $ 125,000 
41,140 = 
108,502 125,000 
1,870,754 1,636,710 
995,000 _ 
120,000 - 
2,985,754 1,636,710 
(1,867,706) (15793;932) 
1,118,048 (116,822) 

$ 1,226,550 $ 8,178 


(Oar 


Clifford M. James, Director 


EXP RESOURCES LTD. N@felgutami arse Celelc res) 


Statement of Loss and Deficit 


Six months ended December 31, 1996 
(with comparative figures for June 30, 1996) 


Six months ended Year ended 
December 31 June 30 
1996 1996 
(Discontinued 
operations 
(Notes 1 e& 2)) 
Revenue 
Interest $ 1,600 $ 3,720 
Expenses 
Administrative costs (Vote 6) MSIE) 38,281 
Reorganization costs (Note 6) 78,000 116,822 
Professional fees 9,100 = 
Transfer agent and shareholder costs 2,875 — 
115,774 155,103 
Loss before other items (114,174) (151,383) 
Other items 
Loss on disposal of subsidiary - (1,424,885) 
Loss for the period (114,174) (1,576,268) 
Deficit at beginning of period (175332) (128,192) 
Dividends = (49,072) 
Deficit at end of period (1,867,706) (157535532) 
Loss per share $ (0.06) $ (429) 


See accompanying notes to the financial statements 


EXP RESOURCES LTD. W6gelantatalvsaedlekelerm inten) 


Statement of Changes in Financial Position 


Six months ended December 31, 1996 
(with comparative figures for June 30, 1996) 


Six months ended Year ended 
December 31 June 30 
1996 1996 
(Discontinued 
operations 
(Notes 1 & 2)) 
Operating activities 
Loss for period $ (114,174) $ (1,576,268) 
Items not affecting cash 
Loss on disposal of subsidiary - 1,424,885 
(114,174) (151,383) 
Net change in working capital components (151,533) 107,690 
Net change in working capital related to 
discontinued operations ~ 1,200 
(265,707) (42,493) 
Investing activities 
Purchase of property and equipment (100,555) 
Deferred exploration costs, less depreciation (456,432) 
Proceeds on disposal of subsidiary - 49,072 
Repayment of advances to subsidiary - (65,311) 
(556,987) (16,239) 
Financing activities 
Issue of shares for cash and debt conversion 359,044 = 
Issue of shares for property (Note 4) 120,000 = 
Share subscriptions received 995,000 = 
Fair value of property distributed as dividend - (49,072) 
1,474,044 (49,072) 
Increase (decrease) in cash 651,350 (107,804) 
Cash at beginning of period - 107,804 
Cash at end of period $ 651,350 $ = 


See accompanying notes to the financial statements 


4-4 OO Kel tM (formerly Explogas Inc.) 


Notes to Financial Statements 


December 31, 1996 


1. NATURE OF OPERATIONS 


In April 1996, the Company disposed of its subsidiary, Alberta Co., to Explogas Ltd., another subsidiary of the 
Company, for 7,340,872 common shares of Explogas Ltd. These shares were then distributed as a dividend to the 
shareholders of the Company. As a result, the Company has no interest in either Alberta Co. or Explogas Ltd. 


Effective July 26, 1996 the Company changed its name from Explogas Inc. to EXP Resources Ltd., and 
consolidated its then outstanding shares on a one-for-six basis. The directors and officers resigned thereafter and 
new management took over the operations of the Company. 


The Company is now engaged in the mineral exploration and development business in West Africa, and has 
acquired the right to earn an interest in a mineral concession in the Republic of Niger. This is the only property in 
which the Company has an interest, and it has not determined whether the Concession contains ore reserves that 


are economically recoverable. 


The recoverability of amounts shown for deferred exploration costs is dependent upon the sale of an interest in the 
property, the discovery of economically recoverable reserves, confirmation of the Company’s interest in the 
Concession, the ability of the Company to obtain the necessary financing to complete development, and future 


production from operations. 


. DISCONTINUED OPERATIONS 


The Company's operations for the year ended June 30, 1996 reflect the results of a reorganization of the 

Company and the distribution of the shares in the Company’s then subsidiary to shareholders of the Company by 
way of dividend. All of these revenues and expenses for the year ended June 30, 1996 relate to discontinued oil and 
gas operations. Accordingly, the results of operations and changes in financial position for that year are not 
indicative of the Company’s present or future operations. 


. SIGNIFICANT ACCOUNTING POLICIES 


(a) Deferred exploration costs 


The Company records its interests in mineral properties at cost. Such costs, relating to acquisition, exploration 
and administration, are capitalized as separate areas of interest. When a property is brought into production 
the costs will be amortized using the unit-of-production method based on that property’s estimated ore 


reserves. If a property is abandoned, capitalized costs are charged to operations in the year of abandonment. 


(b) Property and equipment 


These are recorded at cost. Depreciation, all of which has been capitalized, is provided using the straight line 
method at rates chosen to amortize their costs, less any estimated salvage or residual values, over their 
estimated useful lives at the following rates: 

Vehicles and field equipment 30% 

Office equipment 30% 


(c) Foreign currency translation 
Monetary assets and liabilities are translated at the rates of exchange at the balance sheet dates. Non-monetary 
assets and liabilities are translated at the rates in effect at the dates the assets or liabilities were acquired. 
Revenues and expenses are translated at the average rates of exchange during the month in which they are 
recognized. The resulting gains or losses are included in earnings, except that (i) gains or losses resulting from 
transactions designated as hedges are included as part of the item being hedged, and (ii) foreign exchange gains 
or losses arising on translation of long-term monetary assets and liabilities are deferred and amortized over 
their remaining term. 


4. PROPERTY ACQUISITION 


On October 28, 1996 the Company entered into a contract with Proma Minerals AS, (“Proma”), the holder of the 
Tin-Awati mineral concession in the Republic of Niger, under which the Company has the right to earn a 60% 
interest in the concession by spending US $4 million (approx. Cdn $5.6 million) on the Concession over a period 
of three years. The purchase price of this right was US $50,000 (approx. Cdn $69,000) in cash and 1,200,000 
common shares of the Company at $0.10 per share. The shares have not yet been issued pending regulatory 
approval, but the liability of $120,000 has been recorded in these financial statements. The cash and share 
consideration, plus associated legal, travel and other costs, have been included in the schedule of deferred costs at a 
total Canadian dollar cost of $212,650. 


Additional consideration will be payable, in cash or common shares at the Company’s option, at the rate of 
US $20 per mineable ounce of gold in excess of 500,000 mineable ounces as shown in a feasibility study for the 
initial deposit (if any) discovered on the Concession. For any further discovery on the Concession, similar 


additional payments will be made on mineable ounces in excess of 350,000 ounces. 


If any deposit is taken to the exploitation stage the government of Niger is entitled to acquire at no cost a 5.5% 
royalty and a 10% equity interest. 


Deferred exploration costs for the six-month period are: 


Property acquisition $ 212,650 
Consulting geologists 101,734 
Field crews and expenses 29,0) 
Travel 18,747 
Office residence and travel facilities 65,005 
Office salaries and expenses 28,761 
Depreciation 3/71 

$ 460,203 


5. FINANCING WITH RELATED PARTIES 


Tin-Awati Minerals Ltd. a company controlled by Mr. C.M. James (who is a director of EXP Resources Ltd.) is, 

at the date hereof, the controlling shareholder of EXP Resources Ltd. During the six month period ended 
December 31, 1996 Tin-Awati and another director advanced a total of $190,000 to the Company to allow it to 
pay its creditors. The Company issued convertible debentures to secure these advances and on October 25 and 
December 20, 1996 the debentures were converted into an aggregate 1,900,000 common shares at $0.10 per share. 


No interest was paid on the advances. 


The Company completed a private placement of 95,000 common shares on November 20, 1996 for $0.10 per 
share. Twelve of the fifty placees are related to directors and officers of the Company. The twelve placees acquired 
an aggregate of 24,000 common shares of the Company. 


6. RELATED PARTY TRANSACTIONS 


(a) on January 29, 1997 Rift Resources Ltd. subscribed for 2,000,000 Special Warrants of the Company. When 
the Proma shares are issued (Note 4), Rift will own approximately 19% of the Company’s shares. Four of the 
five directors of Rift, and Rifts Chief Financial Officer, are also directors and the Chief Financial Officer of 
EXP Resources Ltd. 


The amount of $41,140 due to Rift at December 31, 1996 represents costs incurred by Rift on behalf of the 
Company and has been repaid to Rift. 


Va 
oO 
SS 


financings of $190,000 by related parties are described in Note 5. 


a 
QO 
WH 


the $25,799 charged to operations as administrative costs was paid to a management services company 
beneficially owned by Mr. C.M. James (a director of EXP Resources Ltd.) for the services of Mr. James, and 
$20,000 was charged to deferred costs for Mr. James’ geological consulting services to the Company. Of the 
$78,000 charged to reorganization costs, $20,000 represents management, advisory and financial services 
provided by a director, and $50,000 paid to two former directors (see (d) below). 


— 
[es 
a, 


on September 23, 1996 an aggregate 500,000 post-consolidation common shares were issued to two then 
directors of the Company, for their services in reorganizing the company to that point. The value ascribed to 
the shares was $50,000. 


7. SHARE CAPITAL 


At June 30, 1996 the authorized capital consisted of an unlimited number of common shares of no par value and 
an unlimited number of preferred shares of no value. On July 26, 1996, the authorized and issued share capital was 
consolidated on a one-for-six basis. 


Details of shares issued and outstanding are: 


Shares Stated Value 

Outstanding at July 1, 1995 7,340,872 $ 1,661,710 
Adjustment arising from disposal of subsidiary ~ (25,000) 
Outstanding at June 30, 1996 7,340,872 1,636,710 
Consolidation July 26, 1996 1,223,481 x 
Issued to directors (Note 6d) 500,000 50,000 
Private placement, for cash (Note 5) 95,000 9,500 
Conversion of debentures (ote 5) 1,900,000 190,000 
3,718,481 1,886,210 

Deduct share issue costs = 15,456 
Outstanding at December 31, 1996 3,718,481 1,870,754 


At December 31, 1996 a private placement financing was in process and by that date the Company had received 
$995,000 pursuant to subscriptions lodged with the Company. The private placement was completed in January 
1997 as to 3,530,000 Special Warrants raising $882,500, with an additional 2,000,000 Special Warrants 
subscribed for by Rift Resources Ltd., raising aggregate proceeds of $1,382,500. 


Each Special Warrant was sold for $0.25 and entitles the holder to purchase one common share and one-half of a 
Share Purchase Warrant at no additional cost within 5 business days of the Company obtaining a final receipt for 
a prospectus qualifying those shares for distribution to the public. One whole Share Purchase Warrant entitles the 
holder to purchase one common share of the Company for $0.30 before February 6, 1998. 


Options to purchase 470,000 shares at a price of $0.10 each, expiring December 23, 2001, have been granted to 
directors and officers (June 30, 1996 — nil). 


Shares reserved for issue at December 31, 1996 amounted to: 


Private placement 5,530,000 
Warrants pursuant to private placement 2,765,000 
Pursuant to Proma agreement 1,200,000 
Options 470,000 

9,965,000 


. COMMITMENTS 


(a) under its agreement with Proma the Company is required to make total expenditures of US $4.0 million 
(approx. Cdn $5.6 million) on the Tin-Awati concession as follows: 


1997 US $ 1,200,000 
1998 1,350,000 
1999 1,450,000 


US $ 4,000,000 


Since December 31, 1996 in addition to exploration activities at various sites on the Concession, the Company 
has contracted for an aerial survey at an approximate cost of US $175,000 (Cdn $243,000). 


(b) at the same time as it entered into the property acquisition agreement with Proma, the Company also agreed 
to pay US $10,000 (Cdn $13,900) per month to Proma for the use of a fully furnished multi-bedroom 
combination residence/office facility, an automobile, certain aviation services and the services of household 
and security staff. 
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Corporate Information 


DIRECTORS 
Suite 2000, 736-6th Ave., SW. 
Toronto, Ontario T2P 317 


Dr. Westoll holds B.Sc. and Ph.D. degrees in geology. He is a 


25 years of experience in the mining industry. Dr. Westoll is 


Tel: (403) 265-4356 


professional geologist, mining and business executive with over Fax: (403) 264-7028 


Senior Vice-President, Exploration of TVI Pacific Inc. and 

currently serves as a Director of Rift Resources Led. : Suite 820, 130 Adelaide Sc. W 
: Toronto, ON. 

Clifford M. James — Chairman : M5H 3P5 


Calgary, Alberta 

Mr. James holds B.Sc. and M.Sc. degrees in geology. He is a 
professional geologist and a mining business executive with 
over 28 years of technical and financial experience in the 


- Tek: (416) 368-5685 
- Fax: (416) 368-5344 


resource sector. Mr. James is Chairman and CEO of TVI (Proma — EXP) 
Pacific Inc. as well, he serves as a Director of Rift Resources PO. Box 12831 
Ltd., Trego Energy Inc. and Constellation Oil and Gas Inc. Niamey, Niger 

2 Te: 227-72-23-03 


Ronald J. Simpson —Treasurer and Secretary 
Calgary, Alberta 


> Fax: 227-72-25-71 


Mr. Simpson is a chartered accountant with many years 

of experience in public practice in Britain and Canada. KPMG — Calgary 

Mr. Simpson has been involved exclusively im the mining . 

business since 1983, and currently hold the position of : Legal Counsel 

St. Vice-President, Finance and Administration for TV1 Pacific Bennett Jones Verchere 
Inc. and Chief Financial Officer of both Rift Resources Led. 

and Trego Energy Inc. - Bank 

Wilfrid A. Loucks — Director | Howe Kone: a 
Calgary, Alberta 7 ei oy 


Mr. Loucks holds a B.Sc. degree in geological engineering and 
has been involved in exploration and mining for over 30 years. 
Mr. Loucks is Chairman, Secretary and a Director of Rift 
Resources Ltd., a Director of TVI Pacific Inc., President of 


: Montreal Trust — Calgary 


= Renee erie 


DMR Resources Led., Director of Westall Resources Lid. and: : 
Chairman and Director of Trego Energy Inc. : The Annual General Meeting 
: of the Company will be held 


at 3:00pm, Tuesday, June 24, 1997 
President's Room, The Calgary Petroleum Club 
319-5th Ave. SW, Calgary Alberta 


Terence N. McKillen — Director 
Toronto, Ontario 


Mr. McKillen holds B.A. (Mod), M.A. and M.Sc. Degrees in 
geology. He is a professional geologist, mining and business 
executive with 29 years experience in the mining industry. 
Mr. McKillen is President and CEO of Rift Resources Lrd., 
Managing Director and Director of Minco Ireland Led. and a 
Director of Anglo-Canadian Exploration (ACE) Led. 
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